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ASSISTANT SECRETARY OF STATE 
WASHINGTON 


August 2h, 1951 


Dear Karls: - 


I am awfully sorry that I have delayed so long in 
replying to your Top Secret letter of May 31, which I found 
most informative and persuasive. 


; We quite realize that your denial of full cognizance of WE 
activities places you in an awful position with the Ghinese, 
The matter and nature of its operations must force. the conclu- . 
sion upon the Chinese that these activities are at least fully 
condoned by the United States Government. The shipment and 
procurement on arms at a time like this 1s in itself sufficient 
evidence. 

There are, of course, numerous precedents for official 
cognizance and condonement of this type of activity, such as 
Chennault's Flying Tigers. As you know, we have long been 
accused of this and other types of activities when we were not 
actually engaged in it. 


I would think that the best course for you to follew would 
be to admit to knowledge of WE activities while continuing to 
deny. the direct participation of this Government. This is about 
the best that can be done for the protection of this Government 
under the present circumstances. 


In any case, in the view of so much provocation and 
duplicity, we feel that it will do little harm to let the other 
side understand that two can ae at the game of bland denial 
of responsibility. 


With best regards, 


Sincerely yours, 
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Yee 


Livingston T. Merchant 
Deputy Assistant Secretary 
for Far Eastern Affairs 
Karl, Le Rankin, Esquire, 
American Chargé d'arfaires, 
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